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PHILIPPINES: KEY ECONOMIC INDICATORS 
All values in US$ million ; 
Exchange Rates:' 
1974: US$1.00 = 76.850 Percent 
1975: US$1.00 = #7.248 1974 1975 1976? Change?/ 
1976: US$1.00 = ~7.440 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at current prices 14544. 15738. 17421. 
GNP at constant 1972 prices¢/ 9417. 9422. 9754. 
Per capita GNP, current prices’ $354.22 372.72 402. 
Fixed capital formation on 
durable equipment 1616. 2219. 2177. 
Personal income 11423. 12283. 13763. 
Indices: ,(1972=100) 
Mining®/ 101. 111. 115. 
Manufacturing®/ 114. 109. 117. 
Avg. Industrial Wage! (9/76) 113. 119. 124. 
Labor force (thousand workers) 14148 14286 
Avg. unemployment rate (%) ‘. a 
MONEY AND PRICES / 
Money supply J 1315. 1423. 1623. 
Interest rate— (percent) 18. 20. 19. 
Indices: (Manila) 
Wholesale prices ,(1965=100) 337. 347. 372. 
Consumer prices©/ (1972=100) 152. 164. 174. 
BALANCE OF PAYMENTS AND TRADE 
Gold and foreign exch nge reserves 1165.5 
External public debt— 1562.6 
Annual debt service 0 423. 
Annual debt service ratio (%)8/ 0 12. 
Balance of payments -0 -520. 
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Main Imports from US (1976)2/ ; Machinery other than electric $173.7M; Cereals 

and cereal preparations $95.3M; Transport equipment $73.7M; Electric machinery, 
appliances and apparatus $63.5M; Chemical elements and compounds $38.1M; Explosives 
and miscellaneous chemical products $37.2M; Textile fibers not manufactured into 
thread or yarn $30.4M; Base metals $15.3M. 


Preliminary. 

Revised. 

Peso value converted to dollars using the exchange rate for that period. 

Percent change for data originally available in pesos was calculated using 

peso values. 

Revised by shifting base year from 1967 to 1971. 

Percent change computed at constant 1972 prices. 

90-day lending rate for prime commercial borrowers. 

Outstanding as of year-end. 

Ratio of total debt service on all long and medium-term credits and Central Bank 
compensatory borrowings to the sum of receipts from merchandise and non-merchandise 
trade, and transfer payments. 


Sources: Central Bank, National Census and Statistics Office, 
National Economic and Development Authority. 





Summary: 


The Philippine economy achieved an estimated real GNP growth 
of 6.3% in 1976, compared to 5.9% in 1975. The balance of 
payments continued to be in deficit. The 1976 trade deficit 
was slightly over $1 billion, and the current account deficit 
$565 million, nearly the same as last year. However, favor- 
able capital flows reduced the overall deficit to $164 million, 
a marked improvement over the previous year's $520 million 
deficit. Inflation was held down to a modest rate of 6.22. 


For 1977, exports are likely to improve somewhat, stimulating 
demand for domestic goods and services. The Secretary of 
Planning looks for GNP growth to exceed the target of 7%. 
Prospects would be considerably improved by a brisker pace 

in the U.S. and Japanese economies. The Philippine sugar 
industry faces a special problem caused by large inventory 
overhang and depressed world market conditions. 


Manila hosted the annual meetings of the IMF and World Bank 
in October. The occasion was the catalyst for construction 
of a large convention center and more than a dozen new hotels 
which are now searching for occupants. Approval of offshore 
banking was announced at the time of the meetings, and ten 

to fifteen foreign banks will set up offices later this year. 
The past few months have seen some forward movement in 
economic arrangements among ASEAN countries, and the U.S. 
Government will be entering into a dialogue with ASEAN. 


With continuing balance of trade difficulties, GOP approval 
of import-related expenditures is likely to become more 
selective, and U.S. exporters should sharply focus their 
efforts. Foreign investment is encouraged, especially in 
specified areas. Interested investors will want to follow 
closely regulations governing access to domestic credit 
which are now in final preparation. 


CURRENT ECONOMIC SITUATIONS AND TRENDS 
Construction Leads Moderate Growth 


In 1976, GNP grew at a moderaterate of 6.3%. The sectors were 
led by construction which posted a 22% increase, much lower 
than the 1975 growth of 52% when feverish office and hotel 
construction reached peak levels. Agriculture, fisheries, and 
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forestry showed a 5.7% growth with high inputs from sugarcane, 
livestock and forestry. Manufacturing expanded at 5.6%, with 
export processing and construction as important sources of 
stimulation. Mining managed a 2.4% boost with the modest 
recovery of copper prices. 


A lower level of gross domestic capital formation in 1976 
precluded a faster growth rate. Specifically, expenditures 
in private construction, which at 54% led all other GNP 
expenditure components in 1975, dipped to 20.3% in 1976. 

This slowdown is traceable to the completion during the year 
of several construction projects associated with the IMF/IBRD 
meetings. 


Balance of Payments Improves Slightly 


The country's balance of trade was in deficit by $1.06 billion 
in 1976. This was a slight improvement over last year's deficit 
of $1.16 billion. Prices for major Philippine exports were 
mixed, but on the whole unfavorable. Receipts from sugar, 

the number one export, plunged 76% from 1975 because of its 

poor market price. In contrast, a rebound in copper prices 
brought copper earnings up 19%. Improvements in earnings were 
also shown by coconut oil (24%), and lumber, copra, bananas, 
plywood, and copra meal. One encouraging factor was the per- 
formance of non-traditional export items. Garments and textile 


yarns/fabrics taken together earned $119 million, a tremendous 
jump of 176% from 1975. Other healthy increases were posted 
by electrical and electronic components, machinery and trans- 
port equipment, and wood manufactures. Overall, exports 
increased by 12% over 1975. 


Meanwhile, imports increased by just 5%, largely due to declines 
in purchases of machinery and equipment, manufacturing supplies, 
and non-durable goods, while import costs for other essential 
goods, such as petroleum products, increased. 


Net non-merchandise receipts amounted to $88 million, a signi- 
ficant contraction from last year's $251 million. The current 
account deficit totalled $565 million, compared with $573 
million in 1975. Net inflows of long-term capital amounted 

to $279 million, 56% above last year's level, owing to greater 
loan availments by the private and government sectors. Short- 
term capital inflows netted $119 million, compared with last 
year's net inflow of $130 million. Overall, the balance of 
payments was in deficit by $164 million, a substantial improve- 
ment over the previous year's deficit of $521 million. 





Compensatory borrowings by the Central Bank (CB) amounted to 
a new inflow of $227 million. International reserves stood 
at $1,124 million at year-end, higher by 3% compared with 
the end-1975 level. External debt stood at $5,557 million 
as of year-end, and the debt service ratio rose to 12.9%. 

At the end of the year, the value of the peso stood at 
¥7.4823 to the US dollar, compared with $7.4964 at 

end-1975. 


Inflation Restrained 


The rate of increase in overall price levels was further 
reduced from the previous year. The consumer price index 
for Manila increased just 5.6% during 1976, compared to 
8.0% in 1975. 


The Policy Environment 


As the pressures of inflation subsided in 1975 and 1976, mone- 
tary authorities adopted expansionary policies through most 

of 1976. Total liquidity was estimated to have increased by 
18%. This was above Government guidelines, and resulted in 
tighter credit toward the end of the year and into 1977. 


Another development in the credit picture is the plan to 
allocate access to domestic and foreign credit by foreign 
firms. Such a plan has been under discussion for two years, 


but it now appears that regulations will be finalized shortly. 
Draft regulations in circulation at this writing specify 
maintenance of debt/equity ratios of 60/40 to 50/50, depending 
on the nature of the firm. 


A national budget of 27.4 billion pesos (US$3.7 billion) has 

been announced for calendar year 1977. With anticipated revenues 
of 23.9 billion pesos, this budget would be somewhat expansionary. 
There is some possibility that the expenditure level will be 
reduced during the course of the year. 


Offshore banking was formally sanctioned in September 1976. 
The Central Bank subsequently issued implementing guidelines, 
and names of initial participating banks have been announced. 
Additions to the list are possible, and it is expected that 
ten to fifteen foreign banks will establish offshore banking 
units later this year, from which they will be able to engage 
in offshore transactions and domestic foreign currency- 
denominated lending. 





World Bank/ IMF Meetings 


In October, Manila hosted the joint annual meetings of the World 
Bank (IBRD) and the International Monetary Fund (IMF). In 
preparation for this event, the government constructed the 
Philippine International Convention Center, a sprawling complex 
erected at a publicly-announced cost of $108 million on land 
reclaimed from Manila Bay. Over a dozen major new hotels were 
built, though most were only partially opened by October. The 
notion of thus investing in possible development of the 

- Philippines as a tourist and world convention center has en- 
gendered controversy. The sudden increase in luxury hotel 
rooms exceeds optimistic expectations of growth in tourism, 

and the hotels probably face some lean years. 


Sugar Situation 


Developments on the sugar scene deserve special attention. At 
the beginning of 1976, world sugar stocks remained high, and 
threatened to climb even higher due to the bumper crops 
predicted for the crop year 1976-77. World sugar prices began 
to decline in late 1976 and remained at low levels in early 
1977. The world sugar situation was reflected in the 
Philippine sugar industry where both stocks and production 
reached record levels at the end of the last crop year. 


On the positive side, the Philippine Government announced 
sales that promise record exports during 1977. Participating 
contracts were concluded with three U.S. refineries which call 
for purchases of a minimum of 1.35 million metric tons per 
year. In addition, sales to the Soviet Union, the Peoples 
Republic of China, and various private brokers could lift 
total 1977 exports to the 2 million metric ton mark. Even so, 
sugar stocks in the Philippines are expected to increase over 
the year. 


One serious source of uncertainty is the potential impact of 
U.S. sugar import policy on projected Philippine exports. 

On March 17 the U.S. International Trade Commission recommended 
import quotas to President Carter, and he must decide what 
action to take by May 16. One possible outcome will be a 
reduction in the amount of sugar which would otherwise have 
been exported from the Philippines to the United States. 





ASEAN Developments 


A new element in the region is the growing progress in economic 
cooperation among the ASEAN countries -- Indonesia, Malaysia, 

the Philippines, Singapore, and Thailand. Feasibility studies 
are now planned or under way on five ASEAN industrial projects -- 
three fertilizer plants, soda ash production, and diesel engine 
manufacture. In March, the ASEAN countries signed an agreement 
on preferential trading arrangements which followed bilateral 
agreements for 10% tariff reductions between the Philippines 

and Singapore, and Singapore and Thailand. The United States 
Government will soon enter into an economic dialogue with 

ASEAN. Economic issues will be discussed, including opportunities 
for U.S. business to participate in the growing ASEAN economy, 
through both trade and investment. 


The Outlook for 1977 


If the economies of the Philippines' major trading partners, 
the United States and Japan, begin hitting on all cylinders, 
the resulting stimulation of Philippine exports could trigger 
a corresponding rise in the domestic demand for goods and 
services. The Secretary of Planning may have had this in mind 
recently when he advanced the possibility of 7.5% growth, 
exceeding the Government target of 7%. However, the National 
Economic and Development Authority (NEDA) has identified the 
following problem areas: First, public funds must be generated 
to meet the increasing cost of government projects. Second, 
the government must take a hand in reorienting the troubled 
sugar industry. Third, a clear policy on export priorities 
has to be established in order to diversify and expand exports. 
Finally, the recent increase in crude oil prices raises the 
possibility of renewed inflationary pressures. 


The foreign trade account continues to be a problem. With 

the prospect of increasing costs forail and capital goods 
imports, export receipts must increase. Non-traditional export 
performance is encouraging, but in 1976 the Philippines still 
derived 57% of export receipts from five commodities: sugar, 
coconut oil, copper concentrates, logs and lumber, and copra. 


IMPLICATIONS FOR THE UNITED STATES 


On October 1, 1976, a tax treaty between the U.S. and Philippine 
Governments was signed for the purpose of avoiding double 
taxation and preventing fiscal evasion by residents of the two 
countries. The treaty has yet to be ratified by the governments 
of the two countries. No further discussions have been conducted 





on a possible successor treaty to the Laurel-Langley Agreement, 
but talks could resume at any time. 


Opportunities for U.S. Exporters 


Principally because of the balance of payments deficit, the 
GOP may become selective in approval of foreign exchange 
transactions for import financing. But the picture is 
favorable in some areas. Major projects related to infra- 
structure development will offer opportunities for foreign 
equipment sales, especially in the construction, telecommunica- 
tions, and energy systems field. Although relaxation of 
present restrictions on the export of raw logs is unlikely, 
the wood products industry generally continues to grow, and 
U.S. logging and forestry equipment suppliers may find 
opportunities to improve their position. Additionally, 

we rate materials handling equipment and systems, pollution 
control instrumentation and related equipment, food processing 
and packaging equipment, computers and related equipment, 
laboratory and scientific instruments and health care 
equipment and apparatus as important areas of opportunity 

for U.S. sales. 


The Investment Picture 


New foreign investment into the Philippines amounted to $122 
million in 1976, a 35% increase from the 1975 level of $90 
million. The U.S. regained its position as the most important 
source of investments, accounting for 47% of the total (23% 

in 1975), while Japan dropped back to 26% (48% in 1975). 


The Philippine Government recognizes a continuing need for 
foreign investment. At the same time, authorities are 
determined to insure that investment results in the maximum 
possible benefit to Philippine development, and GOP policy 
is evolving. It therefore behooves American investors to 
choose carefully their areas of involvement and to keep 
abreast of conditions for investment. A case in point is 
current policy developments relating to credit access, 
mentioned earlier in this report. 


The Government particularly welcomes foreign investment in 
certain areas, most recently specified in the Ninth Investment 
Priorities Plan, the Second Public Utilities Priorities Plan, 
and the Seventh Export Priorities Plan. Incentives are 





offered for "pioneer", "preferred", and export-oriented industries. 
For further details, interested American firms should write to: 


Philippine Board of Investments 
Ortigas Building, Ortigas Avenue 
Pasig, Metro Manila 

Philippines 


Attractive opportunities exist for American businessmen, but 
careful planning is required. Exporters will have to compete 
with the ever-energetic Japanese and increasingly interested 
Europeans for the scarce foreign exchange available for imports. 
Investors must be sensitive to regional (e.g., ASEAN) develop- 
ments, as well as to the changing needs of a dynamic economy. 
The Philippine economy should continue to expand; the American 
businessman can participate and share in the rewards. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. —- ry 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 4 
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U.S. INDUSTRIAL OUTLOOK 


Fundamental facts about business distilled 
from the research and analyses of more 
than 100 business conditions experts. 


For those who need a feel for what is 
happening in the industries their busi- 
ness depends upon. 


An overview of U.S. business that 
shows where the action is expected 
and where the opportunities lie. 


Latest data on product and industry 
shipments, exports, imports, em- 
ployment, with historical data for 
perspective and projections to 

1985. 
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Td a 
SHARE 
REPORTS 


MARKET SHARE REPORTS can help fill your export information 
gap. These easy-to-read reports will heip you pinpoint new sales 
prospects in a wide range of markets. You'll use them extensively to 
identify overall foreign trade trends in manufactured goods and to 
compare your own performance in world markets with that of other 
traders. 


MARKET SHARE REPORTS gives detailed commodity and 
country breakdowns and easy-to-reference comparative trade 
figures for the U.S. and other major suppliers. And the five-year 
spread of data on trade in nearly 900 commodities gives a precise 
picture of changing levels of import demand and shifts in the relative 
competitive positions of exporting countries. 


MARKET SHARE REPORTS for 1971-1975 are offered in two 
series— 


88 Country Reports—each covering a leading importing nation. 
$4.75 each. 

879 Commodity Reports—with data on exports from the U.S. 
and 13 other major exporting countries. $3.50 each. 


Name 
Address 


City, State 


Mail to: NATIONAL TECHNICAL 
INFORMATION SERVICE 
U.S. Dept. of Commerce 
Springfield. Virginia 22151 








